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KEY ECONOMIC INDICATORS: 


GNP 

GNP Constant Prices 
(1960) 

GNP Per Capita 


Money Supply 
External Debt 
Price Index (1962=100) 


Prime Lending Rate2/ 


Average Commercia12/ 
Bank Interest Rate 


1970 
245,600 


152,000 
$80 


42,000 
45.4 
134.3 


7-5 


9.0 


Deficit on Current Trade 34,392 


Total Exports 
To USA 


Export of Major 
Commodities: 
Palm kernel oil 
Palm oil 
Cotton 
Coffee 
Cocoa 


Total Imports 
USA 
France 
West Germany 
United Kingdom 


36,248 
1,776 


7,432 
4,408 
6,480 
1,884 
6,796 


70,640 


3,792. 


29,820 
3,356 
3,808 


1971 
260,000 


158,000 
$90 


51,000 
51.3 
138.6 


6.5 


9.0 
38,136 


46,672 
1,512 


8,044 
4,464 
10,432 
1,668 
11,236 


84,808 
4,972 
32,496 
5,368 
4,268 


Exchange rate as of 
January 10, 1974 


240.5 CFA 


1972 


272,000 


163,000 


$85 


58,000 
53.4 
144.7 


5.5 


2,544* 
1,382* 
7,324* 
1,448* 
3,884* 


63,024* 
3,208+ 
17,664+ 
ZyooTt 
3,118+ 


= $1.00 US 


Percent change 


1971-1972 


+ 4.6 


-16.7 


+196.2 


-30.9 
-71.5 





Percent change 
__1971-1972 


Major Imports from US 
Leaf Tobacco +121.3 
Used Clothing + 61.6 
Tractors + 14.7 
Rice, Grains #123.3 
Air Conditioners a 


Main Exports to US 
Palm Kernel Oil 


i/ All interest rates were raised by 2 percentage points above 
levels on January 29, 1973 


First 8 months of 1972 


First 6 months of 1972 


Sources: Banque Centrale des Etats de l'Afrique de l'Ouest, 
Bureau des Statistiques, Statistiques du Commerce 
Exterieur 





SUMMARY 


The performance of Dahomey's economy declined somewhat during 1972-73. 
Those elements which spurred the rapid growth of 1970-71 -- rising 
agricultural exports, higher commodity prices, and a booming illegal 
trade with Nigeria -- have disappeared. Palm products, the chief 
export of Dahomey, feil victim to poor weather conditions. Real per 
capita income fell slightly due to population increases and rising 
prices. 


There have been attempts to diversify the economy, thereby lessening 
its dependence on a few export crops, but progress in these areas 
has been slow. Levels of public and private investment remained 

low throughout the period though there are plans for both types of 
investment to increase markedly over the next few years. With the 
decline in revenues from exports, government tax receipts have 
dropped, reversing a favorable two-year fiscal record set in 1970-71. 
Strenuous government action in the area of expenditure cuts for 
personnel and more rigorous tax collection policies may partially 
arrest this decline. 


Chronic trade deficits continue to characterize the Dahomean balance 
of payments. Poor crop production and the need to import machinery 
and equipment for investment projects threaten to aggravate the 
situation in the near future. However, large-scale capital inflows 
(mostly official) from abroad have offset the trade deficit and 

the balance of payments remains in surplus. 


Creation of investment capital remains a problem for Dahomey. The 
general poverty of the country, lack of services, and the small 
domestic market have limited the amount of foreign investment in 
the past. There are, however, attractive opportunities for invest- 
ment in agro-industries, and the government is trying to interest 
foreign investors in this area. To solve the problem of domestic 
capital mobilization, the government has adopted measures aimed at 
cutting capital outflows and requiring reinvestment by businesses 
in a government-sponsored investment fund. 





Dahomey is beginning to attract the attention of more U.S. business- 
men anxious to sell goods or to invest in Dahomey. In both areas 
there are potentially lucrative opportunities which demand some 
effort on the part of businessmen to overcome traditional obstacles 
to trade and investment. The government actively encourages these 
efforts by U.S. businessmen as a means of diversifying Dahomey's 
trade and investment sources. 


CURRENT ECONOMIC SITUATION 


Dahomey, according to UN classification, is one of the 25 "least 
developed countries” in the world. The economy is overwhelmingly 
rural and agricultural. Agriculture provides one-third of the 
country's gross domestic product and employs almost 80 percent of 

the labor force. The economy has been further characterized by 
recurrent budgetary troubles and a large, expensive civil service 
apparatus (about 20,000 employees). Industrial activity represents 
about 12% of GDP and is growing slowly, mainly in the agro-industrial 
sector. Inflation over the last decade has averaged about 3.7 
percent per year and is estimated at between 4-5 percent over the 
1972-73 period. In the past, lack of implementation of planning 
goals has checked further expansion of the economy. One of the 

main tasks of the new Military Revolutionary Government, which took 
power on October 26, 1972, is to promote more rapid economic develop- 
ment. 


After four years of expansion, 1968-1971, the Dahomean economy slowed 
to a lower overall growth rate of about 3-4 percent in 1972 and 1973. 
In real terms, per capita income may even have declined over the past 
two years due to domestic inflation and population increases. The 
principal reason for this lowered output has been the decline in 
agricultural production, especially palm oil, which has been seriously 
hurt by lack of sufficient rainfall. The output of the main cash 
crop, palm kernels, declined over the 1971-72 period from 79,000 
metric tons to about 49,000 metric tons and is estimated at an even 
lower level in 1973. 


In contrast, there has been a steady increase in cotton production 
which more than doubled between 1968-1969 and 1971-1972 to about 
47,000 metric tons. If world prices continue to rise for cotton 
products, this crop may hold considerable export potential for 
Dahomey. 





The emphasis on cash crop production has resulted in serious dis- 
location of food crop supplies. Due to highly remunerative producer 
prices for export crops and to the subsistence nature of the food 
economy, farmers have lacked incentive to increase acreage for food 
crops, and in many cases have switched land from food crops to 
cotton. Resulting food shortages have increased Dahomey's imports 
in an effort to meet the needs of its growing population. Govern- 
ment proposals for grain silos and for providing better extension 
services to farmers may help alleviate the problem. 


Foodstuff production should also be significantly supplemented by 
development of livestock and fishing industries in Dahomey. These 
projects aim at increasing livestock population, improving market- 
ing conditions for cattle, and development of meat production 
through slaughterhousesand modern ranches. A public enterprise, 
the Societe Nationale de Peche, has been created to build up the 


dormant fishing industry and has plans to modernize this sector of 
the economy. 


Other actions designed to increase food production in Dahomey in- 

clude agri-business investment and an increase in feeder roads. As 
yet, there are no major investments in food crop production, but the 
government has signed an agreement for a tomato paste plant. There 


is also a possibility of foreign investment in a pineapple planta- 
tion. Rice production is now beginning to meet some of the demand 
for foodstuffs but cultivated areas are still limited. 


INDUSTRIAL OUTPUT 


Industrial activity in Dahomey is limited mainly to processing 
agro-industrial products and small-scale assembly. The decrease in palm 
kernel production over the last two years has been responsible for 

much of the slowing in industrial growth. Prospects for increases 

in industrial output rest chiefly with the operation of a new tex- 

tile plant and a new mill for palm oil. 


Tourism remained a largely underdeveloped industry throughout 
1972-73, but it is expected that new tourist hotels and improved 
services will substantially increase revenues from tourism by 1975. 





Private investment in Dahomey has averaged about 3.0 billion CFA 
over the 1970-73 period. The Government would like to substan- 
tially increase this figure by attracting investment chiefly in 
agro-industries and labor intensive industries which would be 
based on domestic raw materials. Another investment priority is 
the development of small and medium-sized enterprises. While 
there are a few private Dahomean banks which have set themselves 
this task, the greatest advances towards this goal may result 
from a recent USAID loan of $1 million. 


Petroleum exploration has been conducted for more than a decade 
in Dahomey. While it seems that reserves of commercially exploit- 
able petroleum exist offshore, the Government has not yet signed 


a contract for exploitation of this oil. 


Total public and provate investment in industry for 1970-72 
amounted to nearly 9.0 billion CFA and 1.5 billion in tourism. 
External donors contributed about 65 percent to financing while 
shares of domestic public and private resources were 23 percent 
and 12 percent respectively. 


There has also been some investment in rural development, road 
maintenance and construction, and in health and education. Or- 
ganization of production and marketing cooperatives have been 
priority goals of the new government which is anxious to extend 
development beyond the urban center of Cotonou. 


At present a four year development plan is being proposed for 
1973-76. Based on the program defined by President Kerekou in a 
major policy speech on November 30, 1972, the plan's objectives 
are to develop the economic, cultural and social structures of 
the country, thus reducing dependence on foreign resources. 
Nevertheless, foreign capital will continue to play an important 
role in financing the new plan. 


PRICES 


Consumer prices fed by a rise in imported goods and foodstuffs 
have been rising steadily in Cotonou. Price increases have 
averaged about 3.7 percent over the 1970-72 period. The Govern- 
ment has attempted to stem the increase through price controls 





while at the same time lowering customs duties on selected items. 
Rising import prices have forced the Government, however, to 
allow price increases for several categories of goods. Controlled 
prices on some domestic products, such as meat, have produced 
local shortages. 


While no data is available on job creation and unemployment, it 
is known that much of the current unemployment is structural in 
nature and can only be eliminated by long-term development pro- 
jects. The problem is particularly acute in the few urban cen- 
ters such as Cotonou, where the migration from rural areas brings 
thousands of job-seekers every year. 


FISCAL & BUDGETARY POLICY 


Despite efforts on the part of the new Government to limit ex- 
cessive government spending, the fiscal performance of Dahomey 
has worsened recently. In 1970 and 1971, the budget had moved 
from past large deficits to registering a surplus in 1971. It 
showed a deficit in 1972 of CFA 1.7 billion, which is expected 
to improve slightly in 1973. This deterioration of budgetary 
finances was due principally to changes in the level of economic 


activity and in foreign trade, both of which declined, thereby 
diminishing government revenues from taxes and import duties. 


The Government itself has made strong efforts to attempt to cur- 
tail current expenditures through reducing fringe benefits to 

civil service personnel, restricting use of official vehicles, 
curtailing civil service recruitment, and paying all military 
members of the Government according to military rather than civil 
service pay scales. As a result, the Government succeeded in re- 
ducing actual current expenditures to a level below 1972 provisions. 
Despite the imposition of relative austerity in expenditures, the 
reduced revenues resulted in an overall deficit. 


In January 1973 the MRGD took an important step towards realizing 
the full potential of the existing tax system. The creation of 


the Bureau Special de Recouvrement strengthened the system of tax 
assessment and collection of delinquent tax returns. The Bureau 


has already collected sizeable amounts of past due taxes which, 





when turned over to the Treasury, could substantially reduce the 
estimated 1973 deficit. 


MRGD budgetary policy favors cuts in appropriations for personnel 
expenditures while leaving the materials and program budgets 


intact or even increasing their allocations, since present levels 
are already inadequate. 


In the 1973 budget, an effort was made to apportion the increase 
in expenditures of the different ministries according to their 
contribution to the development of the country. Thus, the Minis- 
tries of Economy, Rural Development and Agriculture received in- 
creased allocations as did the Ministries of Public Works and 
Education. The recent construction of a new University campus 
outside of Cotonou necessitated particularly large outlays of 
funds by the Ministry of Education. 


Management of the public debt appears to be improving since the 
creation in 1969 of the Caisse Autonome d‘'Amortissement. At 
present, the CAA has paid about CFA 1.6 billion in arrears on 
domestic public debt, leaving only CFA 0.2 billion to be paid. 
The CAA recently took over management of foreign debt as well as 
domestic debt, and it now participates in all foreign loan nego- 


tiations. The arrears on external debt have decreased markedly 
since 1971 when the total outstanding was estimated at CFA 2.2 
billion. Of this amount, the CFA 1.1 billion owed to France was 
cancelled by the French government. The remainder, most of which 
is owed to Italy for suppliers' credits, is still in arrears. 


MONEY & CREDIT 


Expansion of money supply over the past three years has been 
adequate to meet the needs of the economy without fueling infla- 
tionary pressures. Over the three-year period 1970-72, money and 
quasi-money grew by 16.8 percent, 22.0 percent and 14.7 percent, 
respectively. Domestic credit, after virtual stagnation during 
1970-71, began to rise rapidly in 1972 mainly due to a 22 percent 
increase in credit to the private sector and an increase in net 
claims on the government. 





The mobilization of domestic capital has always been a problem in 
Dahomey. In 1972, however, two steps were taken which may allevi- 
ate this condition and keep private capital in the country: 
interest rates on bank deposits were raised by two percentage 
points and the commission charged by the banks and postal services 
for the transfer of funds to foreign countries was increased five- 
fold. 


Another effort to reduce capital outflows was a new regulation 
issued by the central bank which increases the proportion of liquid 
and negotiable required reserves. There is also a concerted effort 
to encourage local and foreign businessmen to reinvest profits in 
Dahomey. In November 1973 the government created a National 
Investment Fund, to which all businesses will be required to con- 
tribute a portion of their profits. These funds will then be 
channeled into investments in priority development projects. 


FOREIGN TRADE 


The Dahomean balance of payments has been characterized by large 
deficits on trade balances which have been more than offset by 
foreign aid and other capital inflows. Foreign trade plays an 


important role in Dahomey's economy. Exports and imports averaged 
25 percent and 34 percent, respectively, of gross domestic product 
over the 1969-71 period (trade statistics are available only in 
estimate for 1972 and 1973). Moreover, revenues from import duties 
and other such taxes represent more than 50 percent of total gov- 
ernment receipts. Fluctuations in foreign trade, therefore, can 
have a very strong influence on the government's fiscal situation. 


Raw and semi-processed agricultural products account for all of 
Dahomey's exports. In 1970 and 1971 buoyant market conditions and 
a significant increase in cocoa exports contributed to the high 
growth in exports in those years. In 1972, however, revenues from 
palm products declined sharply, as did cocoa exports, due toa 
reduction of the illicit border trade with Nigeria. 


Dahomey's imports in order of importance are manufactured goods, 
capital goods, foodstuffs and tobacco, raw materials, and fuel 
supplies. There is a small import market for intermediate goods 





to be turned into finished products for local consumption. Im- 
ports over the 1970-72 period have been increasing, but at a 
decreasing rate. One of the economic policy goals of the Daho- 
mean government is to dissuade consumers from the purchase of 
costly imports, especially luxury items. 


In the long run, the balance of payments outlook for Dahomey is 
mildly optimistic. Imports are likely to continue to grow, but 
at a slower rate than exports. Palm products may recover some 
lost ground, and cotton production is expected to rise steadily. 
Nevertheless, increased public investment is likely to be re- 
flected in higher import bills. Assuming that foreign aid will 
remain at its present high levels, however, no strains are ex- 
pected to develop in the balance of payments, especially with 
recent moves to reduce capital outflow. 


DIRECTION OF TRADE 


Most of Dahomey's trade is carried on with France and her EEC 
partners. France's strong cultural ties with Dahomey, the French 
guarantee of free convertibility between the French franc and the 
CFA franc, and long-standing French commercial interest in Dahomey 
all help preserve France's role as the leading trading partner of 
Dahomey. Moreover, France and other EEC countries benefit from 
preferential tariff agreements accorded them under the Yaounde II 
Convention. The Government of Dahomey, however, is anxious to 
diversify its sources of trade and secure additional markets for 
its products. The percentage share of the Dahomean market control- 
led by France has begun to drop, and this trend can be expected to 
continue. 


Trade with other African countries is expected to remain at modest 
levels, at least until Dahomey can mobilize investments for a sugar 
refinery and a cement factory, which will be able to help satisfy 
demand for these products in Nigeria. 


IMPLICATIONS FOR THE U.S. 


U.S. business relations with Dahomey have been hindered in the past 
by several factors which only now are beginning to show some im- 
provement. Among the more important obstacles to increased U.S. 
exports to Dahomey are reverse preferences granted to EEC members, 





foreign exchange and credit limitations, established trading contacts with 
Europe (especially France), lack of adequate shipping facilities from U.S. 
ports, and lack of aggressiveness on the part of UeSe exporterse 


Many African countries, including Dahomey, are beginning to voice criticism 
of reverse preferences, and their elimination would certainly be a boon to 
U.Se businessmen looking for new markets in Africae But, even without 
abolition of these preferences, there are still interesting opportunities for 
U.S. businessmene Delays in shipping have often been cited by U.S. firms as 

a drawback to doing business with Dahomeye Shipping frequencies to Cotonou 
may increase slightly in the near future as Delta Line expands its service to 
West Africa, but the uncertain state of world fuel supply leaves little room 
for optimisme 


Slowly, though, U.S. businessmen are beginning to pay greater attention to 
Africa as a market of the future and are devoting more effort to promoting 
their products there. Part of this interest may be ascribed to the fact that 
while there are many small, relatively unattractive markets in West Africa, 
the area taken as a whole holds great potential for expanded trade and 
investments Businessmen should continue to adapt promotion styles to the local 
culture if they wish to compete successfully. This is especially true where 
language is concerned. Sales campaigns in English are of little or no interest 
to Dahomeans. 


Monetary arrangements with France are destined for revision, although the 


difficulty of obtaining credits will probably remain for about two more years, 


making it difficult for Dahomeans to secure loans for large purchases of U.S. 
productse 





Government authorities, however, are actively concerned with the problem of 
providing adequate credit facilities to small-and medium-sized businesses. 
Trading ties with France pose a similar obstacle (albeit not insurmountable) 
to American businessmen seeking to enlarge their shares of the Dahomean markete 
Nevertheless, the attitudes of many Dahomean government and business leaders 
are favorable to an expansion of U.S. trade 3; also, many of the French 
importers are not interested in pushing French goods but simply in selling a 
competitive producte 


U.Se sales in consumer goods have increased modestly. American goods have a 
good reputation for quality and durability but need more aggressive promotion. 
Even with reverse preferences in effect, U.S. goods should make advances in 
areas such as tobacco, clothing and textiles, shoes, kitchen wares, all types 
of office machinery-especially pocket calculators, refrigeration equipment, 
electrical appliances and sound equipment, and stationery supplies. 


Prospects for increased sales of U.S. capital goods are still limited in Dahomey. 
Nevertheless, the total volume and the share of U.S. products in the market 
have both increased : They now account for about 5 million dollars or 6% of the 


import market - a share which grows at about 1% annually. Moreover, devaluation 


of the dollar have made many American products more competitive in the Dahomean 
markete It is probably still true, however, that any large increase in sales 
of U.S. capital goods to Dahomey will result from equipment purchases for U.S. 
investment and USAID projects. Given the desire of the government to diversify 
sources of foreign investment in Dahomey, the outlook for such sales is goode 


Emphasis on agribusiness investment is one of the major policies of the MRGD. 
Development plans call for building various small refining and processing com= 
plexes for Dahomey's products aimed at satisfying local consumption but even- 
tually exporting to neighboring countriese Currently Dahomey's small cotton 





and textile industries are expanding rapidly and might represent profitable 
investment opportunities for interested U.S. firms. Other areas of equipment 
supplies such as heavy tractors, earth-moving equipment, and hospital 
equipment are competitive in the Dahomean market but demand for such items is 


low at presente 


INVESTHENT CLIMATE 


The climate for U.S. investment has never been better in Dahomey. Since coming 
to power in October 197%, the Military Revolutionary Government has actively 
sought to attract U.S. investment particularly in tourism and agribusiness. 

At present there is one UeS. company operating in Dahomey : Mirlin Incorporated, 


a fruit research operativee Within the year, several more American or partial- 
ly American ventures should move closer to realization, among them a hotel, 


a sugar refinery, a tomato paste plant, an oil refinery, and a cement plant. 
Other possible investments are a large peanut oil processing plant and a low-~ 
cost housing programe Dahomey continues to be hindered in its attempt to attract 
foreign investment by the general poverty of the country and by the lack of a 
significant market for sale of manufactured productse However, the Dahomean 
investment code provides liberal benefits and tax holidays to interested 
businessmene To date there has been no expropriation or nationalization of any 
expatriate investment, but foreign businessmen are under some pressure to 
contribute to the development of Dahomey by paying taxes promptly and by reinvest~ 
ing a portion of their earnings in a government=sponsored investment funde By 

a governmental decree of November 27, 1975, all commdrcial enterprises in 
Dahomey are obligated to incorporate in the country and to maintain company 
financial accounts there. In this way Dahomey seeks to balance its real desire 
for foreign investment with the politically important goal of maintairing a 
reasonable amount of economic sovereigntye 
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